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1* K?a&UM« — Ftfclic law 201, approved 2h October 1951* 2nd congress, 
established tte mt recent schedule of salary rates for federal 
mstlar/m*. ?wbllc Law 375 , *®§mwa& 5 tern 1958* Shd Congress* 
provided pay increases for CIA employees cssBmrsfcle to those 
provided fey Jhfclie law 201. Both lass «» effective retroactively 
to 3 July 1951. Dm to the retroactive features of these i*ufelic 
yam tte CoB^trollar Oeraeral of the United States bas ruled that 
action te takers to adjust these salary rates i&icfc wre fixed 
on or after 2 July 1951 to coafom to those salary rates to tfiicfc 
the wwpleyeea would have feean entitled ted the salary schedule 
bean ^proved and implied daring that period; firtteroore , it is 
required that oaap«BWStioa jay doe eKjdoysaa fee adjusted accord- 
ingly. A list of the individuals involved sod amount* of over- 
issue? its is attested (TAB A). 

2. FACTE B&MRXSK) OH THE I ~ 

a. During tte period from H July 1951 to 3k October 1951 (tte 
effective date of t nd>llc law 201} a nuteer of Personnel 
Actions eare effected fey tte Agency Whieh involved change* 
in grade. To wset tte regulation of Section -.,08 (fe) of tte 
Clseelfl cation Act of 19*»9» as assadsd* and tte civil Service 
Commission* s Tabulation pursuant thereto. It is required 
that an individual fee given at least one step-increase ia 
«mpamatlm wfean te recelvea a grade promotion. 

b. in these oases salary rate# sere determined on the basis 
of tte salary rates fey grade ss authorised fey tte Classi- 
fication Act of 19^9. However, these salary rates sere 
«t varisoee with those efetoli would have beset proper ted tte 
schedule established fey iwhlic ism 201 bean available for 
application item tte Personnel Actios* ware effected. For 
example, ea&loyee "A” was promoted on Ik October 1951 from 
09-5* 3rd step, $3350 per sown, to 00-6, 2nd step, $35 5 
per shbsue and, consequently, received increased pay under 
public ism 201 based on tte 2nd step Whereas such increased 
pay applicable to tte 1st step of 06 -6 would have been 
s uf ficient to comply with tte lew requiring that an individual 
fee given at least one atep-inerseae in caapmaatian when te 
receives a grade promotion. In otter wte, if at tte Use 
of that promotion tte schedule established by Public law 201 
had teen operative and applied, this eaployee’s salary rate 
in tte higher grade would have been fixed at tte first step 
of 08-6, $3795 per annua instead of at tte second step of 
3S-6, $3900 par aim®. 
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c. -on € BoveaOer 1951 tee 3«aml of the United 

state* rendered a decision, So. S-40633' '» tso the Omumb 
of tee Civil Service Ccraaleeion, stating teal tele typo 
of promotion wefts during tee retroactive period of Fubltc 
tm 801 m © sot prosear doe to tee provtaloiMi of the turn 
act. ltd* decision vm noted fey tee Ccesptioiler and 
Pereoiasal Office feat re#tlr*d no action to fee tetea In view 
of tee feet teat on 21 Sweater 1951 the Comptroller General 
of the United state* rendered opinion »o* 3-106516 to tee 
Streeter of Central intelligence etsting, la part, teat 
*... under tee clrcuR»teocee, it oust fee held teat tee 
proposed iwtroaetive iaereeeee fey the Central Intelligence 
Agency ere not necessary to carry out ite function* within 
tee mms&m of aaid fJeetlcn 10 and* therefore, would fee 
subject to legal Object!***. • • tharefore, ia view of the 
feet that Public Urn 201 did x»t apply to CIA, tee decision 
of o 1 tovenfeer 1951 did not «$ply to CIA. 

4. On 5 Jam 1952, Public Lae 3 5, 02ad Coagreee, wee approved 
end provided that all pereoee ia CIA ewe entitled te pay 
Increase* consistent to tfeoee provided fey Public tew 201 
end including the retroactive feature of public leer 201. 

It will fee noted teat tee effective date of Fdblic Im ? : 5 
wm aontee after tee immxmm of tee Controller 
Oenerel** de«l*i<*i relative to aec eeeary idjustaont* which 
would have to fee made due to tee variance In tee teen 
existing eatery rate*. Between the date of the decision 
6 Sovwfeer 1951 end the date of Public tew 375, 5 June 1952, 
the poeetfele implication of tee decision to CIA bad been 
completely lost sight of fey all concermd. 


e. A number of the farmmael Office beoeee cognisant of the 
voeeifeie application of Saavtsotter 0emral f a decision of 
6 Sovesfeer 1951 to tel* Agency m& inspired of hie office, 
on or about 2 A^pust 1952, If the decision would «pply. 
Sfamraupaa, the Personnel Director on 5 September 1996 
addressed a wworaadue to tee Chief*, PBC and WO inviting 
their attention to tel* Matter and a com «f tele Mserandiss 
wee forwarded to tee Fiscal end Fiaaace Division* The 
Faswoonel Office ssader a preliminary check to ascertain if 
time were any smm involving CIA mployeM and a study 
we* xm&esrtekm to determine if there wm way possible 
basis for interpreting tee dec talon of 6 November a* 
not applicable. 

£*. oa 18 January 1953 the iwreooael Director requested an 
Of iaion tvm General Counsel in this wetter and oa 
2 Iwfcruary 1953 Oeweral Couaeel rendered a legal Opinion 
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ufelch stated, ia p-rt, ”... p jpents ia excess of those 
permitted under the Controller General »s Interpretation 
of Public Lf« 201 «re subject to audit euceptions, Ws, 
therefore, believe that it la oeesse&ry to request repay 
mute of amounts considered «• such overp-syaeate . . ®®fd«a 
of the request for the hove opinion .ad the reply thereto 
rre attached. (SUBS B sad C) 

3. D1BC08SI0II - The aot result of these Iwe ie th t certain CIA employees 

ccnM he required t© h eve their personnel etioas adversely djested 
on * retroactive heels for a period of almost cue year (5 JNoe 1952 
t© 8 July 195i) . It can the* he eeen th t this ie a most unusual 
imr ' *ad ite efpUaadlMi «* interpreted hy the Coeptreller General 
ie equally uaustt 1 In ?*ct theee t»© Here to our tamriLudge are 
the first concerning *i*lsry iaurseses vhich C ngreee has peessd 
utrich contained retra ctive features. 

t. OBEtlBICW.-* In vieu of the fact that the employees involved h-ve 
received compensation over »ad ?>bove th-t dddi norually should 
h,.ve been received hut were eoapensated in good f-vith .--ad received 
eempeas tions ia good faith, it ie rsum mae nrte d th^t the action 
requested helow he t-hsn in *n effort to ascertain uhether theee 
rspymente m»y he Halved. 

5. nil riMUfiimnil Xt ie ree f ended that re p re s e n t tivee of the C«*p- 
troller and the <Jeaer* l Counsel informally discuss this natter 
with the Cenertl Accounting Office eith » vies to determineir 
ther e ie any possible my th«t restitution my net he demanded 
free the individuals involved. 


25X1A 


Deputy Comptroller 


ABSCESS s 

BAB A List of individuals and mints of overpayments 

BAB B Mean* dated 12 January 1953 to General Counsel 

BAB C - legal Opinion of General Counsel 4* ted 8 February 1953 
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